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TO THE SHAREHOLDERS 


Many adversities combined to cause the serious loss incurred in the fiscal year ended October 31, 1974. First and most 
damaging, was a ten-month strike at our St. Narcisse (Supreme Mattress) furniture plant, with its many ramifications. Panic at home 
and overseas, as governments reacted to the energy crisis and extraordinary inflation rates, resulted in a domestic housing slump, 
and virtual elimination of important export markets. Interest charges increased sharply, as refinancing of the maturing long-term 
debt required a higher rate and bank interest charges rose sharply. 


Construction Materials Division 


Housing markets collapsed during 1974 in most developed countries, and, though politicians pay lip service to the plight 
of the industry, their actions offer no encouragement, and there is little prospect of any significant short-term improvement. 
Our hardwood flooring business suffered deferments and cancellations of export orders, while at home the usual pattern has 
evolved of savage competition for a drastically reduced volume of business. Thus we cannot look to this department for any marked 
improvement in 1975, and consequently the operation has been reduced and costs cut in anticipation of a difficult year. 


During the fiscal period under review, lumber markets swung from drastic shortages to considerable excess supply, and 
presented sharply contrasting problems. In reviewing the immediate and longer-term factors, and relating these to our development 
plans and financial capacity, we concluded that the best course was to close the sawmill operated in the State of Maine by Zodiac 
Industries Corporation, with losses incurred from cessation of operations and on the disposal of the fixed assets. 


The oil crisis affected our roofing department, in that rising raw material prices could not always be passed along at the 
same time, or to the same extent that they were incurred. However, record volumes were achieved, providing a satisfactory year 
for this department. With substantial opening volumes in hand the outlook for the current year is encouraging. Formed late in 1970, 
this department has performed well, but its development has been retarded by capital limitations. To overcome this, discussions 
are being held with outside capital sources, and it is expected that, if successful, the momentum will be resumed. 


Furniture Division 

When the employees of our St. Narcisse (Supreme Mattress) plant declared a strike on January 8th, 1974, we anticipated a 
short stoppage. Having exhausted all avenues of setiiement on a fair basis, in September we opened a new mattress plant in 
Cornwall, Ontario. This plant is steadily improving in efficiency and, even before the reopening of St. Narcisse in November, helped 
to re-establish our credibility as a reliable supplier to the furniture trade. 

When Matelas Supreme Mattress was acquired in 1969, it was purely a bedding business. The following year we commenced 
manufacture of upholstered furniture, and in 1973 we added a 48,000 sq. ft. section to the St. Narcisse plant, which then 
accommodated the thriving upholstery department. We are pleased to announce the recent introduction of a limited line of wood 
furniture, much of which is designed to complement our mattresses and upholstery. This is being produced in our Montreal 
(former Canada Flooring) wood plant, but marketed through the strong Supreme sales organization under the trade name 
“Zodiac Supreme”. 

Aside from the unfortunate labour events of 1974, our experience in the furniture industry has been most favourable. 
We are optimistic concerning the future profitable growth of this division, and anticipate a satisfactory performance in fiscal 1975. 


Zodiac Japan, Lid. 


Our wholly-owned Japanese subsidiary made considerable progress in 1974, in spite of generally adverse economic 
conditions, and is now operating profitably. However, it will require substantial additional capital if the demonstrated potential 
is to be realized, and possibilities of financing are now being explored. 


Summary 

Fiscal 1974 was beset with many extraordinary problems, and we must expect a difficult first half in the current year. 
Thereafter, and assuming an improvement in economic trends at home and abroad, we expect to report an improving trend 
in results. 


At such times as these, it is importani to recognize the staff, who regardless of frustration and disappointment, have 
responded loyally and tirelessly to the demands made upon them. | therefore wish to record a special note of appreciation for 
the tremendous efforts given by employees working under stress through a difficult year. 


F.H. GODIN, Eng. 
President 


Montreal, January 31st, 1975. 
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Net sales . 


Cost of sales, operating, selling and administrative expenses . 


(Loss) earnings from operations before depreciation and 
financial charges . ae ne 


Depreciation and financial charges: 
DEPreciatiOnim 5) 5 “walk cane ees ee 
Amortization of long-term debt discount and expenses. 
Interest on long-term debt . 

Other interest . 


(Loss) earnings before income taxes and extraordinary items . 


Income taxes (recovery) — current. 
——OClenied 


(Loss) earnings before extraordinary items . 
Extraordinary items (note 7) . 


Net (loss) earnings for the year . 


(Loss) earnings per share (note 1): 

Before extraordinary items — 
Class ‘‘A”’ 
Class-Be. 


After extraordinary items — 
Class “A” 
Class 3B? = 


(See accompanying notes) 
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1974 1973 
$11,001,000 $13,665,600 
11,078,900 12,037,800 
(77,900) 1,627,800 
323,400 271,400 
16,800 15,700 
239,400 200,700 
222,400 78,700 
802,000 566,500 
(879,900) 1,061,300 
(257,900) 310,200 
(42,100) 169,800 
(300,000) 480,000 
(579,900) 581,300 
(15,800) 132,400 

$ (595,700) S 7185200 
J $(.73) Saooe 
(.73) 59 

SY (75) 1.00 
(.75) 76 


ZODIAC LTD. AND ITS SUBSIDIARIES 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Year ended October 31, 1974 


Source of funds: 


Operations — 
Net (loss) earnings for the year 
Add items not requiring an outlay of funds: 
Depreciation . are ae aa 
Amortization of long-term debt discount 
and expenses 7 ae 
Deferred income taxes 


Loss (profit) on sale of fixed assets — net . 


Total funds provided by operations 
Sale of fixed assets 
Issue of first mortgage bonds . 
Increase in liens on equipment 
Contributed surplus . 


Application of funds: 
Purchase of fixed assets 
Long-term debt discount and expenses 
Reduction of long-term debt . 
Repayment of mortgages 
Repayment of indenture of lease . 


Decrease in excess of ep oiaitd values of certain land 
over cost . te fe mee |S ae Fe 


Net increase (decrease) in working capital 
Working capital at beginning of year 


Working capital at end of year 


(See accompanying notes) 


1974 


$ (595,700) 


323,400 


16,800 
(42,100) 
4,000 


(293,600) 


217,700 
2,900,000 
50,500 


2,474,600 


249,800 
195,100 
206,200 
1,172,600 
92,000 


29,800 


1,945,500 


529,100 
726,400 


$1,255,500 


1973 


$ 713,700 


271,400 


15,700 
37,400 
(800) 


1,037,400 


7,400 


123,500 
66,800 


15235,100 


1,201,300 


1,331,300 


2,532,600 


(1,297,500) 


2,023,900 


$ 726,400 


ZODIAC LTD. (Incorporated under the laws of Quebec) 
AND ITS SUBSIDIARIES 

CONSOLIDATED BALANCE SHEET 

October 31, 1974 


ASSETS 


Current assets: 
Cash . 
Accounts receivable . 
Inventories (notes 1 and 2) 
Prepaid expenses 


Income taxes recoverable . 


Total current assets . 


Fixed assets (notes 1 and 3): 
Land, building, machinery, equipment and vehicles . 
Less accumulated depreciation 


Long-term debt discount and expenses, 
at cost less amortization (note 1) 


Goodwill, at cost 


(See accompanying notes) 


Signed on behalf of the Board, 
F.H. Godin, Director 


Kenneth Done, Director 


1974 


$ 73,900 
1,408,500 
3,011,900 

80,700 
309,100 


4,884,100 


7,153,400 
3,207,700 


3,945,700 


178,300 


203,800 


$9,211,900 


1973 


$ 134,000 
2,607,700 
2,826,900 

15,000 


5,644,300 


15195;109 
2,954,700 


4,241,000 


203,800 


$10,089,100 


Current liabilities: 
Bank loans (note 4). . . . 


LIABILITIES 


Accounts payable and accrued charges 


Income and other taxes payable . 
Current portion of long-term debt 


Total current liabilities 
Long-term debt (note 5) . 
Deferred income taxes 


Shareholders’ equity: 
Capital stock (note 6) — 
Issued and outstanding: 
488,960 Class ‘“‘A”’ shares . 
300,000 Class “‘B”’ shares . 


Contributed surplus 
Retained earnings . . 


Excess of appraised values of certain land 


over cost (note 1) 


Total shareholders’ equity . 


To the Shareholders of 
Zodiac Ltd.: 


AUDITORS’ REPORT 


1974 


$2,130,000 
1,131,900 
129,200 
237,500 


3,628,600 


2,426,600 


193,700 


611,200 
105,000 


716,200 


66,800 
1,615,600 


564,400 


2,963,000 


$9,211,900 


1973 


$ 1,680,000 
1,566,400 
340,400 
1,331,100 


4,917,900 


1,346,900 


235,800 


611,200 
105,000 


716,200 


66,800 
2,211,300 


594,200 


3,588,500 


$10,089,100 


We have examined the consolidated balance sheet of Zodiac Ltd. and its subsidiaries as at October 31, 1974 and the 
consolidated statements of earnings, retained earnings and changes in financial position for the year then ended and have obtained 
all the information and explanations we have required. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion and according to the best of our information and the explanations given to us, and as shown by the books of 
the companies, these consolidated financial statements are drawn up so as to exhibit a true and correct view of the state of the 
affairs of the companies as at October 31, 1974 and the results of their operations and the changes in their financial position for the 
year then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the 


preceding year. 


Montreal, Canada, 
December 23, 1974. 


CLARKSON, GORDON & CO. 
Chartered Accountants. 


ZODIAC LTD. AND ITS SUBSIDIARIES 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
Year ended October 31, 1974 


1974 1973 
Balance at beginning of year. $2,211,300 $1,497,600 
Net (loss) earnings for the year . (595,700) 718,206 
Balance at end of year $1,615,600 $2,211,300 


(See accompanying notes) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
October 31, 1974 


ae 


Significant accounting policies 
Principles of consolidation — 
The consolidated financial statements include the accounts of the Company and all its sub- 
sidiaries. 
Inventories — 


Raw materials are valued at the lower of cost or replacement value, work in process and finished 
goods at the lower of cost or realizable value, and plant supplies at cost. 


Fixed assets — 

For assets acquired before 1968 depreciation is provided on the diminishing balance method 
(5% for buildings, 20% for machinery and equipment, and 30% for vehicles). For assets 
acquired since 1968 depreciation is provided in accordance with the straight-line method 
(5% for buildings, 10% and 20% for machinery and equipment, and 20% and 30% for 
vehicles). 

Most of the land is carried in the accounts at appraised values. These values, amounting to 
$1,315,000, were determined by Canadian Appraisal Company at August 31, 1963. The 
excess ($564,400) of these values over cost is classified as part of shareholders’ equity. 
The remainder of the fixed assets are carried at cost. 


Long-term debt discount and expenses — 
Long-term debt discount and expenses are amortized over the life of the corresponding debt in 
relation with the amount outstanding at the beginning of each year. 
(Loss) earnings per share — 
In the computation of loss per share, the loss is allocated equally to all shares outstanding. 
In the computation of earnings per share, earnings are first allocated to Class ‘‘A’”’ shares until 


the preferred dividend of $0.24 per share has been attained; thereafter, earnings are 
allocated equally to all shares outstanding. 


If the options had been exercised before the year end, the effect on the loss per share would 
have been insignificant. 


Inventories 1974 1973 
Raw materials . $1,447,900 $1,663,000 
Work in process . 127,900 77,000 
Finished products 1,260,500 975,700 
Plant supplies . 175,600 111,200 
$3,011,900 $2,826,900 

Fixed assets 1974 1973 

Accumulated Net book Net book 

Cost depreciation value value 
Land (note 1) $1,375,000 $ —— $1,375,000 $1,406,900 
Buildings . ass. 1,709,300 682,000 1,027,300 1,142,800 
Machinery and equipment 3,692,600 2,242,400 1,450,200 15025300 
Vehicles 376,500 283,300 93,200 189,000 
$7,153,400 $3,207,700 $3,945,700 $4,241,000 


4. Bank loans 


10. 


11. 


The bank loans are secured by the pledge of accounts receivable and inventories. 
Long-term debt 1974 1973 


10% First mortgage collateral trust serial bonds, 
maturing March 15, 1983, repayable in 


annual instalments’of $150,000 . ........ $1,350,000 > = 
10% First mortgage collateral trust bonds, 
repayable at maturity, March 15,1984 :. ...... 1,150,000 — 
Liens on equipment, Seas over yang Pease 
COMET OO: 6 a 6% ga NORA 164,100 123,500 
9V%2% Mortgage, repaid in 1974 | Sia) SO a Tn oe — 982,700 
moesMongage, repaidin O74... ttc. 5 daes bo ek — 262,500 
7% Indenture of lease, repaid in 1974... . oe — 109,300 
6%2% Convertible debentures, series ‘‘A”’ repaid in 4974 ae Lee — 1,200,000 
2,664,100 2,678,000 
Less instalments shown in current liabilities . . . .. 237,500 1,331,100 
$2,426,600 $1,346,900 


Annual instalments on long-term debt due in each of the next five years are as follows: 
1975 — $237,500; 1976 — $191,100; 1977 — $179,700; 1978 — $157,800; 1979 — $150,000. 


Capital stock 


The authorized capital stock of the Company is as follows: 


250,000 Preferred shares of a par value of $10 each. The rights in respect of dividends and 
redemption will be determined by the Board of Directors on issue. 


2,500,000 Class ‘‘A”’ participating shares, preferred non-cumulative dividend of $0.24 per year, 
par value $1.25 each 


300,000 Class ‘‘B”’ shares, with five voting rights per share, par value $0.35 each 
By supplementary letters patent dated April 10, 1974, the Company increased its capital stock by the 
creation of 250,000 preferred shares of a par value of $10 each. 


At October 31, 1974, the Company had reserved 15,000 Class ‘‘A’’ shares for the exercise of options 
at a price of $1.25 per share, maturing October 31, 1975. 


Extraordinary items 1974 1973 
Loss on sale of fixed assets of a subsidiary which 

disecatinued its:ooerations’. 20. 2 6 oe GG $ (74,100) Gass 
COU OnesOlCrOrlanOa wae: a bbe yc 0 (Ae me ce Repent 58,300 —- 


Income tax reductions resulting from the carry-forward 
of losses of prior years and cau cost allowances 
not previously claimed . . rp Wit © Ey ores De Uys ae —_ 132,400 


$ (15,800) $132,400 


Contingent liability 


The Company is a defendent in an action based on an alleged patent infringement, in which unstated 
damages are claimed. In the opinion of Counsel, the action is unfounded. Accordingly no provi- 
sion has been made in respect of such claim. 


Commitments 


The total commitments of one of the subsidiary under long-term leases amounts to $70,400 and under 
rental agreements for equipment to $262,400. The total annual rentals are approximately as 


follows: 
1975 — $102,300: 1976 — $100,800; 1977 — $88,900; 1978 — $33,500; 1979 — $7,300. 


Losses carried forward 
The total losses carried forward for income tax purposes amount to approximately $400,000. 


Comparative figures 
Certain figures for 1973 were reclassified for comparative purposes with 1974. 


STATISTICS FOR THE PAST 5 YEARS 


1974 1973 1972 1971 1970 
(Dollars in thousands) 
Earnings Statement 
Sales $ 11,001 $ 13,666 $ 15,151 8 Cale S744 
Less expenses 11,079 12,038 13,558 8,458 6,909 
Gross operating profit (loss) (78) 1,628 1,593 658 230) 
Less: Depreciation . 323 271 228 178 174 
Interest 462 279 279 267 213 
Amortization . 17 16 10 11 11 
802 566 Sil 7/ 456 458 
Pre-tax earnings (loss) from operations (880) 1,062 1,076 202 (223) 
Less income taxes . (300) 480 554 91 (9) 
Earnings (loss) before extraordinary items (580) 582 522 Wait (214) 
Extraordinary items (16) 32 361 70 (17) 
Net earnings (loss) ($ 596) $ 714 $ 883 $ 181 ($ 231) 
(Dollars in thousands) 
Balance Sheet 
Current assets $ 4,884 $ 5,644 ou 563 $ 3,816 $ 2,801 
Current liabilities 3,629 4,918 2,539 2,402 1,556 
Working capital . 1,255 726 2,024 1,414 1,245 
Fixed assets . ae 7,154 7,196 6,012 5,434 5,409 
Accumulated depreciation 3,208 2,955 2,694 2,473 2308 
Net fixed assets . 3,946 4,241 Sole 2,961 3,051 
Long-term debt . 2,427 1,347 21005 Peis ZOlo 
Shareholders’ equity 2,963 3,588 2,808 1,881 1,700 
Share Statistics 
Equity: 
Class ‘‘A” $4.90 $5.69 $4.70 $4.00 $3.74 
Class ‘‘B” 1.90 2.69 1.70 22 — 
Cash Flow: 
Class “A” ($ .37) $1.41 $1.55 > 56 ($07 
Class ‘‘B”’ (_ .37) ileal ys lest 2 (Of) 
Earnings (loss) per share, before extraordinary 
items: 
Class ‘A”’ ($ .73) ies Set it $ .24 ($ .28) 
Class ‘‘B” ry &)) 59 63 — (28) 
Earnings (loss) per share, after extraordinary 
items: 
Class ‘‘A” ($ .75) $1.00 $1.24 $ .34 (Seat) 
Class “B” (_ .75) 76 1.00 10 (eae su) 
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